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MEMORANDUM FOR REGIONAL DIRECTORS, DCAA
    DIRECTOR, FIELD DETACHMENT, DCAA

SUBJECT:  Audit Guidance on Interim Final Rule Implementing Section 1010 of the
National Defense Authorization Act for Fiscal Year 2001

Summary

When interim vouchers are submitted through the field audit office, FAOs should
annotate (date-stamp) all vouchers with the date the interim vouchers are received by the FAO.
Section 1010 of the National Defense Authorization Act for Fiscal Year 2001 requires the
government to pay an interest penalty whenever the government makes an interim payment
under a cost-reimbursement service contract more than 30 days after receiving a proper invoice
from the contractor.  Since the FAO is the “designated billing office” under FAR 32.902 when
vouchers are to be reviewed and approved by DCAA, the FAO is required to annotate each
interim voucher with the actual date that the FAO receives the interim voucher from the
contractor.

Background

Section 1010 of the National Defense Authorization Act for Fiscal Year 2001 requires the
government to pay an interest penalty whenever the government makes an interim payment
under a cost-reimbursement service contract more than 30 days after receiving a proper invoice
from the contractor.  The Office of Management and Budget (OMB) published the subject
interim final rule in the Federal Register on December 15, 2000 implementing the Section 1010
requirements in 5 CFR Part 1315 (OMB’s Prompt Payment Act (PPA) regulations).  The interim
final rule applies to all interim payment requests received under cost-reimbursement service
contracts awarded on or after December 15, 2000.  At the discretion of an agency, the interim
final rule may be applied to interim payment requests received under cost-reimbursement service
contracts awarded before December 15, 2000.  FAR 32.9, Prompt Payments, prescribes the
policies and procedures for implementing the OMB’s PPA regulations.

Discussion

An immediate impact of applying the PPA to payment requests (interim vouchers) for
cost-reimbursement service contracts is to reinforce the requirement to annotate each request
with the actual date the request is received by the government.  The annotation date for interim
vouchers submitted under cost reimbursement service contracts will be used by the government
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paying office to determine, if necessary, the start of the 30-day time period used to compute the
interest penalty.

FAR 32.906(d), Contract financing payments, requires the “designated billing office” to
annotate each contract financing request with the date it receives a proper request.
FAR 32.905(h), Invoice payments, also requires the designated billing office to annotate each
invoice with the actual date it receives the invoice.  A designated billing office is defined at
FAR 32.902, Definitions, as:

…the office or person (governmental or nongovernmental)
designated in the contract where the contractor first submits
invoices and contract financing requests.  This might be the
Government disbursing office, contract administration office, office
accepting the supplies delivered or services performed by the
contractor, contract audit office, or a nogovernmental agent.
(emphasis added)

Accordingly, when interim vouchers (both for cost-reimbursement service and non-
service contracts) are submitted through the auditor, the FAO becomes the “designated billing
office” and is required to annotate each interim voucher with the actual date that the FAO
receives the interim voucher from the contractor.

In addition, payment of the interest penalty is only applicable when the contractor
submits a “proper invoice.”  The interim rule at 5 CFR 1315.9(b)(2) defines a proper invoice for
interim payment requests (interim vouchers) submitted under a cost-reimbursement service
contract as one which “correctly includes all the information required by the contract or by
agency procedures.”

Contractors may submit periodic claims for reimbursement of costs and fee under
cost-reimbursement contracts (including cost-reimbursement service contracts) on public
voucher forms SF 1034 and accompanying SF 1035 (Continuation Sheet) or their equivalent.
Thus, a “proper invoice” for a cost-reimbursement service contract is a properly prepared
SF 1034 and accompanying SF 1035 or their equivalent.  Detailed information concerning the
preparation of SF 1034 and SF 1035 is presented in DCAAP 7641.90, Information for
Contractors.

Audit Guidance

When any interim voucher is submitted through the auditor, the FAO should annotate
(date-stamp) the voucher with the date the interim voucher is received by the FAO.  FAOs
should date-stamp the original interim SF 1034 submitted by the contractor.  FAOs are not
required to date-stamp the accompanying copies of the interim voucher submitted by the
contractor.
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As outlined in CAM 6-1008a, Review and Approval of Interim Public Vouchers
Submitted to Auditor, FAOs should expedite the review of interim vouchers to either (1) approve
the voucher for payment and forward the voucher to the paying office or (2) return the voucher
to the contractor for correction as quickly as possible.  Although CAM 6-1008a allows five
working days to process vouchers, FAOs should generally process and approve vouchers for
payments as soon as possible.  An expedited review of interim vouchers will assist government
paying offices in minimizing the necessity of paying the interest penalty on interim vouchers
submitted under cost-reimbursement service contracts.

Closing Remarks

FAOs should continue to encourage contractor participation in the direct billing program.
Contractors get paid more quickly when they participate in the direct billing program.  But more
importantly for the government, the direct billing program significantly reduces the time needed
to process and pay interim vouchers.  Thus, the direct billing program will assist government
paying offices in meeting their desired objective of minimizing the payment of the interest
penalty on interim vouchers submitted under cost-reimbursement service contracts.

Field audit office personnel should refer questions regarding this memorandum to their
regional offices.  Regions unable to answer, or with questions of their own, should contact
Mr. Barry Turner; Policy Programs Division, at (703) 767-2270 or e-mail at DCAA-
PPD@dcaa.mil.

/SIGNED/ Robert DiMucci
(for)

Lawrence P. Uhlfelder
Assistant Director
Policy and Plans

DISTRIBUTION:  C


